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Title  45 — Public  Welfare 

CHAPTER  I — OFFICE  OF  EDUCATION,  DE¬ 
PARTMENT  OF  HEALTH,  EDUCATION. 

AND  WELFARE 

PART  190— BASIC  EDUCATIONAL 
OPPORTUNITY  GRANT  PROGRAM 

Family  Contribution  Schedules 

A  notice  of  proposed  rulemaking  was 
published  in  Uie  Federal  Register  on 
August  14,  1975  (40  FR  34331)  to  amend 
Subparts  C  and  D  of  Part  190  of  Title 
45  of  the  Code  of  Federal  Regulations, 
dealing  with  the  Family  Contribution 
Schedules  for  the  Basic  Educational  Op¬ 
portunity  Grant  Program.  The  amend¬ 
ments  were  designed  to  make  the  Family 
Contribution  Schedules  more  equitable 
and  were  developed  in  response  to  con¬ 
cerns  raised  during  the  past  year  of  pro¬ 
gram  operations.  These  proposed  amend¬ 
ments  (a)  increased  the  amount  of  the 
asset  reserve,  (b)  provided  special  treat¬ 
ment  for  farm  and  business  assets,  (c) 
and  increased  the  amount  of  the  family 
size  offsets  to  reflect  inflation  during 
1975,  as  measured  by  the  1975  Consumer 
Price  Index. 

Interested  parties  were  invited  to  sub¬ 
mit  written  comments,  suggestions,  or 
objections  with  regard  to  the  proposed 
amendments.  In  addition,  as  required  by 
section  411(a)  (3)  (A)  (ii)  of  the  Higher 
Education  Act  of  1965,  as  amended  (20 
U.S.C.  1070(a)  (3)  (A)  (ii)),  the  Sched¬ 
ules  were  submitted  to  the  President  of 
the  Senate  and  the  Speaker  of  the  House 
and  hearings  on  these  Schedules  were 
held  by  the  Senate  Subcommittee  on  Ed¬ 
ucation  on  September  11,  1975  and  by 
the  House  Su^ommittee  on  Education 
on  October  2.  1975. 

Comments  from  the  public,  as  well  as 
Congressional  comments,  centered 
around  two  primary  issues  in  the  Sched¬ 
ules:  The  relationship  of  the  Family  Con¬ 
tribution  Schedules  to  the  “consensus” 
model  for  need  analysis  as  proposed  by 
the  National  Task  Force  on  Student  Aid 
Problems  and  the  treatment  of  assets  as 
it  relates  to  applicants  with  farm  and 
business  assets. 

During  the  past  18  months,  consider¬ 
able  attention  was  given  by  the  Financial 
Aid  community  and  the  Office  of  Educa¬ 
tion  to  simplify  and  coordinate  the  re¬ 
sults  of  various  need  analysis  systems 
and  procedures  and  to  standardize  the 
data  requirements  necessary  to  obtain 
comnarable  need  analysis  results.  In  this 
context,  the  National  Task  Force  on  Stu¬ 
dent  Aid  Problems  was  established  with 
the  primary  objective  to  develop  a  com¬ 
mon  need  analysis  system  and  a  common 
data  form  which  would  b®  accentable  to 
all  interested  narties.  The  Task  Force 
developed  a  series  of  prooosals,  including 
a  sinvle  “consensus”  model  for  need 
analysis  and  a  common  data  form.  Com¬ 
ments  suggested  that  the  Basic  Grant 
Program  adoot  the  “consensus”  model 
for  need  analysis  and  the  conunon  data 
form.  Howeyer,  these  proposals  were  not 
adoDted. 

The  primary  obiections  to  the  pro¬ 
posed  common  form  are  that  it  is  de¬ 
signed  to  collect  a  significant  amount  of 
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information  which  is  not  needed  by  the 
Basic  Grant  Program,  thereby  compli¬ 
cating  the  application  form  imnecessar- 
ily.  In  addition,  collection  of  such  addi¬ 
tional  information  raises  serious  legal 
questions  under  the  Privacy  Act. 

With  regard  to  the  proposed  “con¬ 
sensus”  model  of  need  analysis,  the  re¬ 
sults  produced  by  the  model  yield  con¬ 
sistently  different  results  from  those  pro¬ 
duced  by  the  Basic  Grant  Family  Con¬ 
tribution  Schedules.  Adoption  of  the 
“consensus”  model,  as  presently  proposed 
for  the  determination  of  Basic  Grant 
eligibility,  would  significantly  expand  the 
population  served  and  would,  as  a  result, 
have  major  budget  implications  for  the 
program.  Considering  the  major  impact 
of  such  a  change,  it  was  determined  that 
adoption  of  the  “consensus”  model  would 
be  premature  and  that  a  full  assessment 
of  all  possible  consequences  of  such  a 
major  change  would  be  required. 

At  the  same  time,  the  Office  of  Educa¬ 
tion  strongly  endorses  the  concept  of  a 
common  need  analysis  system  and  a  com¬ 
mon  student  form.  To  this  end,  a  num¬ 
ber  of  steps  were  taken  to  moye  toward 
the  achieyement  of  these  objectiyes. 
Specifically,  based  on  the  Office  of  Edu¬ 
cation’s  benchmark  criteria  for  approyal 
of  need  analysis  systems,  the  consensus 
model  has  been  approved  as  an  accept¬ 
able  system  for  determining  financial 
need  under  the  College  Work-Study, 
Supplemental  Educational  Onportunity 
Grants,  and  National  Direct  Student 
Loan  programs  for  the  1976-77  academic 
year.  In  addition,  the  Basic  Grant  ap¬ 
plication  form  for  the  1976-77  academic 
year  was  expanded  to  include  certain 
data  elements  actually  needed  to  com¬ 
pute  the  family  contribution  amounts 
using  the  computation  methods  of  the 
“consensus”  model.  Procedures  haye  also 
been  established  to  provide  applicant 
data  under  snecial  agreement  with  State 
Scholarship  Commissions  to  r>ermit  the 
computation  of  the  family  contribution 
using  the  “consensus”  model  computa¬ 
tional  methods  with  data  collected  on  the 
Basic  Grant  application  form.  This  ap- 
nroach  is  exoected  to  facilitate  the  co¬ 
ordination  of  financial  aid  resources  and 
to  reduce  duplication  of  effort  on  the 
part  of  the  applicant.  These  objectives 
are  consistent  with  the  purposes  of  the 
prooosals  advanced  by  the  Task  Force. 

A  second  major  concern  was  exoressed 
regarding  the  treatment  of  farm  and 
business  assets.  The  proposed  amend¬ 
ments  provide  for  an  asset  reserve  of 
$12,500  for  applicants  who  do  not  report 
farm  and  business  assets  and  $2.5.000  for 
aoplicants  who  do  report  farm  and  busi¬ 
ness  assets.  However,  both  Congressional 
and  Dublic  concern  was  expressed  that 
the  automatic  application  of  a  $25,000 
asset  reserve  to  the  total  asset  equity  for 
nnv  applicant  reporting  farm  and  busi¬ 
ness  assets  may  provide  an  unfair  ad¬ 
vantage  to  applicsmts  having  high  eouit^ 
in  non-farm  and  non-business  assets  and 
a  low  farm  and  business  asset  eoulty.  For 
example,  under  the  proposed  amend¬ 
ments,  a  family  reporting  $24.O00  in  non¬ 
farm  equity  and  $1,000  in  farm  assets 


would  be  entitled  to  a  $25,000  offset,  even 
though  the  majority  of  reported  equity 
is  in  the  form  of  personal  assets. 

In  response  to  tois  concern,  the  pro¬ 
posed  regulations  have  been  further 
amended  to  include  a  provision  which 
would  limit  the  asset  reserve  against 
non-farm  and  non-business  asset  equity 
to  $12,500  and  provide  a  maximum  asset 
reserve  against  the  total  preported  asset 
equity,  including  farm  and  business  as¬ 
sets,  of  $25,000.  As  such,  the  minimum 
asset  reserve  against  farm  and  business 
asset  equity  is  $12,500.  The  amount  of 
this  asset  reserve  would  Increase  to  the 
extent  that  the  reserve  for  non-farm  and 
non-business  assets  is  not  “used”.  For 
example,  a  business  owner  who  reports 
$14,000  of  home  equity  and  a  business 
equity  of  $10,000  would  receive  an  asset 
reserve  of  $12,500  against  the  home  value 
and  an  asset  reserve  of  $10,000  against 
the  business  property.  As  such,  $1,500  of 
the  reported  home  equity  would  be  in¬ 
cluded  in  the  determination  of  that  ap¬ 
plicant’s  eligibility  index.  On  the  other 
hand,  if  a  business  or  farm  owner  reports 
a  home  equity  of  $10,000  and  busine.« 
or  farm  assets  of  $14,000,  he  would  re¬ 
ceive  an  asset  reserve  of  $10,000  against 
the  reported  home  value  and  an  asset  re¬ 
serve  of  $14,000  against  the  reported 
farm  or  business  equity.  In  this  case,  no 
assessment  against  assets  will  be  made  in 
the  calculation  of  that  applicant’s  re¬ 
ported  assets.  The  limitation  of  the  asset 
reserve  against  non-farm  and  non-busi¬ 
ness  equity  to  $12,500  provides  for  identi¬ 
cal  treatment  of  such  assets  for  all  ap¬ 
plicants.  At  the  same  time,  the  asset 
treatment  also  recognizes  the  special 
conditions  of  those  families  whose  occu¬ 
pation  requires  a  substantial  asset  posi¬ 
tion  in  order  to  achieve  a  relatively  low 
level  of  income. 

In  addition  to  the  above  changes,  the 
definition  of  “parent”  has  been  modified 
in  order  to  retain  the  concept  of  the 
parent’s  primary  responsibility  for  finan¬ 
cial  support  of  their  children’s  educa¬ 
tion,  while  dealing  more  equitably  with 
situations  in  which  persons,  who,  for  any 
number  of  reasons,  act  in  lieu  of  the  j 
student’s  parents.  TTiis  modification  was  i 
not  published  under  the  proposed  rule-  j 
making  procedure.  These  amendments  j 

are  to  apply  for  the  academic  year  1976-  j 
77.  I 

Present  regulations  require  that  any  | 

oerson  who  provided  one  half  of  the  ap-  | 
plicant’s  support  during  the  base  year  be  j 
considered  the  student’s  “parent”,  even  * 

if  that  person  no  longer  provides  one  half 
support  during  the  year  of  application.  j 
That  person’s  income  was  to  be  reported  j 
for  purposes  of  calculating  the  eligibility  i 

index.  Such  an  approach  is  unfair  to  a 
student  whose  renorted  resources  on  i 

which  financial  aid  is  calculated  are  no  | 
longer  ava  liable  to  him .  j 

The  amended  regulations  seek  first  to 
maintain  the  concqyt  of  the  relation¬ 
ship  between  the  applicant  and  his  par¬ 
ents  as  the  primary  one  for  financial 
support.  If.  during  the  base  year,  the 
vear  of  application,  or  the  succeeding 
year,  the  student  was  claimed  or  will  be  | 
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claimed  as  an  exemption  for  Federal 
Income  Tax  purposes,  lived  or  will  live 
for  more  than  two  consecutive  weeks  in 
the  parents’  home,  or  received  or  will  re¬ 
ceive  over  $600  from  his  parents,  that 
student  is  considered  a  dependent  stu¬ 
dent  for  purposes  of  the  Basic_  Grant 
Program.  ^ 

If  none  of  these  conditions  exist  with 
the  student’s  natural  parents,  the 
amended  regulations  provide  that  the 
student  may  still  be  considered  to  have 
a  “parent”  if  he  received  over  one  half 
support  from  any  person  during  the  base 
year.  However,  such  a  student  is  con¬ 
sidered  to  be  independent  if  during  the 
year  of  application  he  no  longer  receives 
one  half  support  from  that  “parent”  or 
from  any  other  person.  He  is,  of  course, 
considered  dependent  if  he  receives  one 
half  support  from  any  person  during  the 
year  of  application,  regardless  of  the 
base  year  circumstances,  and  must  report 
that  “parent’s”  income  on  the  applica¬ 
tion. 

It  should  be  further  noted  that  in  view 
of  the  pressing  need  to  incorporate  the 
provisions  dealing  with  the  definition  of 
parent  as  part  of  the  application  process 
for  the  1976-77  academic  year,  it  has 
been  determined  in  accordance  with  5 
U.S.C.  553(b)  that  to  resort  to  proposed 
rulemaking  procedures  with  respect  to 
this  provision  would  be  impractical  and 
contrary  to  public  interest.  Since  the 
Family  Contribution  Schedules  are  re- 
'quired  to  be  submitted  annually  for 
Congressional  approval  and  public  com¬ 
ments,  there  will  be  additional  opportu¬ 
nity  to  make  further  modifications  if 
subsequent  program  experience  and  pub¬ 
lic  comments  warrant  such  changes. 

Other  amendments  and  changes,  as 
follows,  are  primarily  of  a  technical  na¬ 
ture.  As  stated  in  the  notice  of  proposed 
rulemaking,  the  10  percent  figure  for 
the  rise  in  the  cost  of  living  was  used  as 
an  estimate  to  determine  the  family  size 
offsets  with  the  expectation  that  it  would 
need  to  be  adjusted.  In  actuality,  the 
Consumer  Price  Index  rose  only  7.6  per¬ 
cent  femilv  size  offsets  have  been 
altered  to  reflect  that  flgure. 

The  Family  Contribution  Schedules  as 
published  also  contained  some  technical 
inaccuiacies  and  omissions.  These  inac¬ 
curacies  and  omissions  have  been  cor¬ 
rected  in  this  publication  of  the  regula¬ 
tions. 

light  of  the  foregoing.  Part  190 
of  Title  45  of  the  Code  of  Federal  Regu¬ 
lations  is  amended  by  the  revision  of 
Subpart  C  and  D  as  set  forth  below. 

Effective  Date:  Pursuant  to  section 
431(d)  of  the  General  Education  Pro¬ 
vision  Act,  as  amended,  (20  U.S.C.  1232 
(d) )  these  regulations  have  been  trans¬ 
mitted  to  the  Congress  concurrently 
with  the  publication  of  this  document 
in  the  Federal  Register.  'Diat  sectiim 
further  provides  that  r^ulations  sub¬ 
ject  thereto  shall  become  effective  on 
the  fortv-flfth  day  follov/lng  the  date 
of  such  transmission,  subject  to  the  pro¬ 
visions  therein  concerning  (Congressional 
action  and  adjournment. 

(Catalog  of  Federal  Domestic  Assistance  No. 
13.539  Basic  Educational  Opportunity  Grant 
Program.) 


Dated:  April  26, 1976. 

T.  H.  Bell, 

U.S.  Commissioner  of  Education. 

Approved:  June  4, 1976. 

Marjorie  Lynch, 

Acting  Secretary  of  Health, 
Education,  and  Welfare. 

Part  190  of  Chapter  I  of  Title  45  of 
the  Code  of  Federal  Regulations  would  be 
amended  as  follows: 

PART  190— BASIC  EDUCATIONAL 
OPPORTUNITY  GRANT  PROGRAM 

1.  Section  190.32  would  be  amended  as 
follows: 

Paragraph  (d)  through  (h)  becomes 
(e)  through  (j) ;  paragraph  (j)  through 

(n)  becomes  (1)  through  (p) ;  paragraph 

(o)  is  revised:  and  by  adding  new  para¬ 
graphs  (d)  and  (k)  to  read  as  follows: 

§  190.32  Special  definitions. 

«  #  •  •  • 

(d)  “Business  Assets”  means  property 
that  is  used  in  the  operation  of  a  trade 
or  business  including  real  estate  inven¬ 
tories,  buildings,  machinery  and  other 
equipment  inventories,  patents,  franchise 
rights,  and  copy  rights. 

•  •  •  •  * 

(k)  “Farm  Assets”  means  any  prop¬ 
erty  owned  and  used  in  the  operation  of 
a  farm  for  profit,  including  real  estate, 
livestock,  livestock  products,  crops,  farm 
machinery,  and  other  equipment  inven¬ 
tories.  A  farm  is  not  considered  to  be  op¬ 
erated  for  profit  if  crops  or  livestock  are 
raised  mainly  for  the  use  of  the  family, 
but  some  income  is  derived  from  inci¬ 
dental  sales. 

•  •  •  •  • 

(o)  (1)  For  purposes  of  this  Subpart 
and  Subpart  D,  “parent”  means  the 
mother,  father,  or  legal  guardian  of  a 
student  unless  any  other  person,  except 
the  student’s  spouse,  during  the  base 
year  provided  more  than  one-half  of  the 
student’s  support  and  claimed  or  was  eli¬ 
gible  to  claim  the  student  as  an  exemp¬ 
tion  for  Federal  income  tax  purposes. 

(2)  Notwithstanding  the  provisions  of 
paragraph  (o)(l)  of  this  section,  the 
student’s  mother  or  father  or  legal 
guardian  will  be  considered  the  student’s 
parent  (i)  if,  for  the  calendar  year(s) 
for  which  aid  is  received  or  the  calendar 
year  prior  to  the  school  year  for  which 
aid  is  requested,  either  claimed  or  will 
claim  the  student  as  an  exemption  for 
Federal  income  tax  purposes,  or  con¬ 
tributed  or  will  contribute  more  than 
$600  to  the  student  in  any  of  such  years, 
or  (ii)  if  the  student  has  lived  or  will 
live  for  more  than  two  consecutive  weeks 
in  their  home  during  such  years. 

(3)  If  neither  the  student’s  mother, 
father,  or  legal  guardian  qualify,  for  pur¬ 
poses  of  this  part,  as  the  student’s  parent 
under  paragraphs  (o)  (1)  and  (2)  of  this 
section,  the  person,  other  than  the  stu¬ 
dent’s  spouse,  who  provides  or  will  pro¬ 
vide  more  than  one-half  of  the  stu¬ 
dent’s  support  for  the  first  calendar  year 
in  which  assistance  is  requested  shall  be 
considered  the  student’s  parent.  If  no 
person,  except  the  student’s  sixMise,  pro¬ 


vides  more  than  one-half  of  the  stu¬ 
dent’s  support  in  the  first  calendar  year 
in  which  assistance  is  requested,  the  per¬ 
son  other  than  the  student’s  spouse  who 
provided  more  than  half  of  the  student’s 
support  in  the  base  year  shall  be  con¬ 
sidered  the  student’s  parent. 

•  *  •  #  • 

2.  Section  190.33  would  be  amended  by 
revising  paragraph  (c)(1)  to  read  as 
follows: 

§  190.33  The  expected  family  contribu* 
tion  for  dependent  students  from 
parents’  and  student’s  effective  in¬ 
come. 

•  •  •  •  • 

(C)  •  *  * 

(1)  Family  size  offset.  A  family  size 
offset  is  the  amoimt  specified  in  the  fol- 
loding  table.  Family  size  includes  the 
student,  the  student’s  parents  and  the 
student’s  parents’  dependents.  If  the  par¬ 
ents  are  divorced  or  separated,  family 
size  shall  include  the  student  and  any 
parent  whose  income  is  taken  into  ac- 
coimt  for  the  purpose  of  computing  the 
annual  adjusted  family  Income  and  that 
parent’s  dependents. 

Family  Size  Offsets 


Dollar 

Family  size  amounts 

2  . - . . .  3,  650 

3  . - . - . .  4,400 

4  .  5,600 

5  . . .  6,  600 

6  . . . . - .  7,500 

7  . . .  8,  300 

8  . 9,150 

9  . 10.000 

10  .  10,850 

11  . 11,700 

12  . 12,550 

•  •  •  *  • 


3.  In  §  190.35,  paragraph  (a)  (2)  would 
be  revised  to  read  as  follows : 

§  190.35  Computation  of  standard  ex¬ 
pected  contribution  from  parents’ 
assets. 

(a)  •  •  • 

(2)  If  the  net  assets  determined  in 
paragraph  (a)  (1)  of  this  section  include 
farm  assets  or  business  assets  as  defined 
in  §  190.32(d)  and  (k),  deduct  an  asset 
reserve  of  $25,000  from  the  net  assets, 
except  that  an  asset  reserve  of  no  more 
than  $12,500  may  be  deducted  from  non¬ 
farm  and/or  non-business  assets  owned 
by  the  parents.  If  the  net  assets  deter¬ 
mined  in  paragraph  (a)  (1)  of  this  sec¬ 
tion  do  not  include  farm  or  business 
assets,  deduct  an  asset  reserve  of  $12,500 
from  the  net  assets. 

•  *  •  •  • 

4.  Section  190.42  is  amended  by  revis¬ 
ing  paragraph  (a)  to  read  as  follows: 

§  190.42  Special  definitions. 

*  •  •  •  * 

(a)  (1)  A  student  shall  qualify  as  an 
independent  student  if  his  parent,  pur¬ 
suant  to  §  190.32(0),  is  his  mother  or 
father  and  if  he: 

(i)  Has  not  and  will  not  be  claimed  as 
an  exemption  for  Federal  income  tax 
purposes  by  his  parent  for  the  calendar 
year(s)  in  which  aid  is  received  and  the 
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cRlpnriflT  year  prior  to  the  academic  year 
for  which  aid  is  requested. 

(ii)  Has  not  and  will  not  receive  finan¬ 
cial  assistance  of  more  than  $600  per 
year  from  his  parent  in  the  calendar 
year(s)  in  vdiich  aid  is  received  and  the 
calendar  year  prior  to  the  academic  year 
for  which  aid  is  requested,  and 

(iii)  Has  not  lived  or  will  not  live  for 
more  than  2  consecutive  weeks  in  the 
home  of  his  parent  during  the  calendar 
year  in  which  aid  is  received  and  the 
calendar  year  prior  to  the  acadonic  year 
for  which  aid  is  requested. 

(2)  A  student  shall  qualify  as  an  inde¬ 
pendent  student  if,  pursuant  to  9  190.32 
(o)  the  student’s  parent  is  the  person, 
other  than  the  student’s  spouse,  who  pro¬ 
vided  more  than  one-half  of  his  support 
in  the  base  year,  and  if  that  par^t  does 
not  or  will  not  provide  one-half  support 


diuing  the  first  calendar  year  for  which 
aid  is  requested. 

(3)  A  student  may  not  be  considered 
an  indQ>endent  student  if,  pursuant  to 
9  190.32(0),  his  parent  is  the  person, 
other  than  the  student’s  spouse,  who  pro¬ 
vided  or  will  provide  more  than  half  of 
his  suiH>ort  for  the  first  calendar  year 
in  which  aid  is  requested. 

5.  Section  190.43  is  amended  by  re¬ 
vising  the  paragraph  (c)  (1)  to  read  as 
follows: 

§  190.43  The  expected  family  contribu¬ 
tion  for  independent  students  from 
annual  adjusted  family  income. 

•  •  •  •  • 

(C)  •  *  • 

(1)  Family  size  offset.  A  family  size 
offset  is  the  amount  specified  in  the  fol¬ 
lowing  table.  Family  size  includes  the 
student  and  his  dependents.  If  the  stu¬ 


dent  is  divorced  or  separated,  family  size 
shall  Include  any  person  whose  Income  is 
taken  into  account  for  the  purpose  of 
computing  the  annual  adjusted  family 
income  and  his  or  her  dependents. 


FAMn.T  Size  Orrsrrs 


Family  size 


Dollar 

amounts 


a  . - .  3,680 

3  .  4,400 

4  . - .  5,600 

5  .  6,600 

6  . 7,600 

7  .  8,300 

8  .  9,160 

9  _ 10,000 

10  . . . . 10,860 

11  _ 11,700 

la  . ia,6oo 


An  offset  of  $1,000  shall  be  made  for  the 
single  independent  student. 
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